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TALKING POINTS
UNITED JEWISH APPEAL
WEDNESDAY, MARCH 23, 1988
-- THANK Yo- F;RED (SCHWARTZ) AND TOM (TISCH) FiOR
INVITING ME TO JOIN YOU TODAY. THE UJA IS ONE OF
THE GREAT PHILANTHROPIES IN THE COUNTRY---INDEED,
IN THE WORLD.
-- I WANT TO ESPECIALLY COMMEND THOSE HEAR TODAY.
YO UEAYE-S THIS ORGANIZATION FORWARD,
HELPING MILLIONS OF PEOPLE IN ISRAEL AND HERE AT
HOME-
-- I ALSO WANT TO SAY THAT-I- STAND BESIDE ISRAE-L7
DURING THESE DIFFICULT TIMES. THE CURRENT
SITUATION WILLIND THE ST
BETWEEN THE UNITED STATES AND ISRAEL. I REMAIN
CONFIDENT THAT ISRAEL, AS IT HAS IN THE PAST, WILL
DRAW FROM ITS GREAT CHARACTER AND FIND A SOLUTION
TO THIS PROBLEM.
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TRADE AGREEMENTS WAY OF THE FUTURE
-- I SPEND A LOT OF TIME ON TRADE ISSUES. FOR
MONTANA, TRADE IS BIG BUSINESS- WE SHIP O
AND AGRICULTURE PRODUCTS ALL OVER THE WORLD.
-- LATELY I HAVE BEEN INVOLVED WITH THE DEVELOP-
MENT OF BI-LATERAL TRADE AGREEMENTS. THEY ARE
OFTEN/CALLED FREE TRADE AGREEME tSD AND THEY ARE
THE WAVE OF THE FUTURE IN TRADE.
-- Two YEARS AGO THE UNITED STATES AND ISRAEL
SIGNED kA FREE TRADE AGREEMENT.-?THAT'S WHERE BOTH
COUNTRIES AGREE TO LOWER BARRIERS TO TRADE --
TARIFFS, QUOTAS, ETC.
-- THIS WAS T 7R CH AMERICAN PACT WITH
ANOTHER COUNTRY-
-- LAST YEAR THE U.S- AND CANADA SIGNED A TRADE
AGREEMENT. CONGRESS IS CONSIDERING IT. I HAVE
PROBLEMS WITH AGREEMENT BECAUSE IT DOES NOTHING TO
ELIMINATE CANADSBID
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-- I'M WORKING ON A PLAN TO MAKE THE AGREEMENT
BETTER. IN THE END, I'D LIKE TO SUPPORT IT.
JAPAN
-- BUT OUR TRADE PROBLEMS CANNOT BE TIED TO TRADE
FIGURES ALONE. THERE ARE OTHER FACTORS THAT
AFFECT TRADE. IF WE ARE SEROUS ABOUT IMPROVING
OUR TRADE POSTURE, WE HAVE TO LOOK AT THE BIG
PICTURE.
ajWO WEEKS AGO I WAS IN JAPAN I WAS THERE FOR
TWO REASONS. FIRST, TO PRESS JAPAN TO ELIMINATE
ITS QUOTA ON BEEF IMPORTS.. IF JAPAN DOES, WE
COULD SELL $2 BILLION IN BEEF TO THE JAPANESE-
BEEF IS A MAJOR GROWTH PRODUCT FOR THE UNITED
STATES.
-- I ALSO WAS THERE TO UNVEIL MY OWN PROPOSAL FOR
A TRADE AGREEMENT BETWEEN THE UNITED STATES AND
JAPAN.
-- JAPAN WASCKUC-CDIFFERENT NOW THAN IN 196:HEN
FRST VISITE THE COUNTRY. I WAS A COLLEGE
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STUDENT, HITCHHIKING AROUND THE WORLD- I VISITED
TOKYO, THEN TOOK THE BULLET TRAIN TO KYOTO.
-- IT WAS A VERY DIFFERENT WORLD IN 1963. (KENNEDY 0
WAS PRESIDENT. IKEDA WAS PRIME MINISTER. THE
f DOLLAR'WAS WORTH 363 THE U ITED STATE}' HAD Aj)
==3:1, ORH~TE.) NIE _ _ _._ _
/ -«$350 MILLION TRADE SURPLUS WITH JAPAN, AND U.S.
PER CAPITA INCOME WAS FIVE TIMES JAPAN'S.
-- TODAY, AMERICA AND JAPAN A E
SUPERPOWERS- JAPAN HAS BECOME THE WORLD'S LARGEST
CREDITOR AND HAS A PER-CAPITA GNP SLIGHTLY HIGHER '
THAN AMERICA'S. EDWARDS DEMING TAUGHT THE
JAPANESE ABOUT QUALITY CONTROL, AND NOW THE
JAPANESE ARE REMINDING US ABOUT THE IMPORTANCE OF
QUALITY-
-- BUT OVERALL, OUR BILATERAL RELATIONSHIP HAS NOT
KEPT PACE WITH OUR ECONOMIC RELATIONSHIP. WE
REMAIN LOCKED IN AN UNENDING SERIES OF REACTIVE,
AD HOC TRADE DISPUTES.
-5-
THE PROBLEMS OF AD HOC INCREMENTALISM
-- WE CANNOT CONTINUE TO ATTACK OUR TRADE PROBLEMS
IN RD HOC FASHIO.N.-:7OUR OVERALL TRADE ECONOMIC
PROBLEMS WILL CONTINUE TO MULTIPLY.
-- WHAT'S MORE, THIS PATTERN OF RESOLVING DISPUTES
IS ITSELF DANGEROUS. IN BOTH COUNTRIES, IT
GENERATES SUSPICION AND ANGER. THE GENERAL PUBLIC
DOESN T HEAR ABOUT THE POSITIVE ASPECTS OF OUR
RELATIONSHIP. THEY HEAR ABOUT AN ENDLESS SERIES
OF TRADE DISPUTES-
-- PUBLIC OPINION POLLS REFLECT THIS- IN RECENT
POLLS, TWENTY-FOUR PERCENT OF AMERICANS SAID THAT
OUR TRADE PROBLEMS WITH JAPAN MADE THEM LESS
INCLINED TO BUY JAPANESE PRODUC rS. A J ! TY.
DESCRIBED OUR RELATIONS WITH JAPAN AS ONLt. R R
•P-OR. _;AND EIGHTY PERCENT SAID THAT TRADE PROBLEMS
WITH JAPAN WERE AT LEAST PARTLY TO BLAME FOR
AMERICA'S ECONOMIC PROBLEMS.
-- IF THE PUBLIC LOSES FAITH IN OUR BILATERAL
RELATIONSHIP, THERE WILL BE DRAMATIC POLITICAL
CONSEQUENCES.
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-- IT IS ALREADY HAPPENING-'HE GEPHARDT )
AMENDMENT IS BLUNT PROTECTIONISM. VIRTUALLY EVERY
SERIOUS ECONOMIST IS AGAINST IT. BUT IT PASSED
THE HOUSE OF REPRESENTATIVES.
TOWARDS MUTUAL ECONOMIC GROWTH
-- ULTIMATELY, WE HAVE TWO CHOICES. WE CAN CON
TINUE THE OLD PATTERN OF AD HOC, INCREMENTAL
CHANGE. IF WE DO, OUR RELATIONSHIP WILL CONTINUE
TO DETERIORATE-
-- BUT THERE'S ANOTHER ALTERNATIVE. WE CAN RISE
TO THE CHALLENGE AND MAKE A DRAM _ _
THE OLD PATTERN.
-- HOW? BY ESTABLISHING C REHENSIVE BILATERAL
ACCORD THAT TRIGGERS MUTUAL ECONOMIC GROWTH.
-- THE ACCORD MUST CONTAIN TWO ELEMENTS.
-- FIRST, IT MUST ESTABL SH NUMERICAL TARGETSJFOR
BILATERAL TRADE FLOWS, THAT INCREASE TRADE AND
REDUCE IMBALANCES.
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-- SECOND, IT MUST OUTLINE AQCO
(S.TEP"S 4AT EACH COUNTRY WOULD TAKE, IN ITS DOMES-
TIC AND INTERNATIONAL POLICY, TO ACHIEVE THESE
TARGETS.
-- UNLIKE THE GEPHARDT AMENDMENT, THE MUTUAL
ACCORD WOULD BE FLEXIBLE. IT WOULD/BE NEGOTIATED,_9
ifNOT UNILATERALLY IMPOSED- IT WOULD NOT TREAT
TRADE DEFICITS AS THE EXCLUSIVE MEASURE OF
ECONOMIC PERFORMANCE. AND IT WOULD NOT BLAME THE
TRADE DEFICIT ENTIRELY ON JAPAN.
-- RATHER, IT WOULD LINK TRADE POLICY WITH OTHER
POLICIES IN ORDER TO CONSTRUCT A PACKAGE THAT WILL
BENEFIT--BOTH COUNT RE.'
-- THE CRITICAL FIRST STEP WOULD BE THE ESTABLISH-
MENT OF OVERALLeTRADE BALANCE TARGETS.)THE
AGREEMENT MIGHT, FOR EXAMPLE, SET TARGETS OF A
ONE-PERCENT ANNUAL INCREASE IN BILATERAL TRADE AND
A $10 BILLION ANNUAL REDUCTION IN THE IMBALANCE.
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DOMESTIC AND FISCAL PROBLEMS
-- TO ACHIEVE THESE TARGETS, THE AGREEMENT WILL
HAVE TO ADDRESS A SERIES OF ECONOMIC PROBLEMS.
-- THEREFORE, THE MUTUAL ECONOMIC AGREEMENT MUST
START WITH A U.S. COMMITMENT R
v-°DEFIC I T_-,,
-- AND JAPAN, MUST TAKE SPECIFIC STEPS TO RELEASE
,v'-<PENTUP CONSUER DEMAND THIS MEANS THAT JAPAN
MUST AGREE --S-EDUINGS RATEIS) ND REDUCE THE
ARTIFICIALLY HIGH CONSUMER PRICES FOR FOOD AND
-jHOUSING. A
-- THESE THREE ITEMS ABSORB DISPROPORTIONATE
SHARES OF THE JAPANESE CONSUMER'S BUDGET AND
RESTRICT HIS PURCHASES OF CONSUMER GOODS-
RELEASING THIS TREMENDOUS CONSUMER DEMAND WOULD
INCREASE SALES OF BOTH DOMESTIC AND IMPORTED
PRODUCT. THIS WOULD INEVITABLY INCREASE U.S.
SALES TO JAPAN AND REDUCE THE TRADE IMBALANCE.
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EXCHANGE RATES
-- SECOND, BOTH NATIONS MUST REACH AN AGREEMENT ON
HOW TO C SOEXC-HANGE RATES OUT OF CONTROL
EXCHANGE RATE MAKE IT DIFFICULT FOR EXPORT IN-
DUSTRIES IN EITHER COUNTRY TO PLAN FOR THE FUTURE.
-- THEREFORE, U.S. AND JAPAN SHOULD REGULARLY
AGREE ON AN ACCEPTABLE RANGE OF EXCHANGE BETWEEN
THE DOLLAR AND THE YEN IN VIEW OF TRADE FLOWS AND
OTHER ECONOMIC FACTORS.
-- ONCE THIS RANGE IS AGREED UPON,GTHE CENTR
',-ANKS OF BOTH NATIONS SHOULD BE OBLIGATED TO HOLD
'-~mEXCHANGE RATES WITHIN THAT RANGE. THE EXCHANGE
RATE STABILITY PRODUCED UNDER THIS PLAN WILL
BENEFIT BOTH NATIONS, AND THE WORLD.
-- OBVIOUSLY, BOTH COUNTRIES WILL NEED TO RETAIN
SOME FLEXIBILITY. BUT THE KEY IS THAT THE UNITED
STATES AND JAPAN ACKNOWLEDGE THAT INFORMAL COOR-
DINATION IS INADEQUATE, AND TAKE THE LEAD IN
ESTABLISHING A STRONG ENFORCEABLE REGIME.
-10-
TRADE BARRIERS
-- NEXT, THE AGREEMENT MUST ADDRESS THE PROBLEM OF
MS;ADE.BARWIE.-A-2 7E
-- JAPANESE TRADE BARRIERS ARE PART OF THE
PROBLEM. THEY MAY ACCOUNT FOR AS MUCH
THE BILATERAL TRADE IMBALANCE.
-- ON THE OTHER HAND, WE HAVE TO AVOID OVER-
EMPHASIZING TRADE BARRIERS. THEREFORE, BOTH
COUNTRIES WOULD AGREE TO PURSUE TRADE REMEDIES
MORE SELECTIVELY, AND STOP FIGHTING OVER
RELATIVELY SMALL ISSUES.
-- FURTHER, JAPAN MUST OPEN ITS MARKETS TO LESS
DEVELOPED CO TRIES --- PARTICULARLY THE LATIN
AMERI
-- OVER THE LAST TEN YEARS, THE U.S. HAS TAK
OF THE EXPORTS FROM LDCs. JAPAN, ON THE OTHER
HAND, HAS TAKEN ONLY ABOUT 5%--EVEN THOUGH IT HAS
THE FASTEST GROWING ECONOMY IN THE DEVELOPED
WORLD.
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-- THIS DIVERTS EXPORTS INTO THE U.S. AND UNDER-
MINES THE ECONOMIES OF MANY LDCS--SOME OF WHICH
WOULD OTHERWISE BE GOOD EXPORT MARKETS FOR U.S.
GOODS.
BURDEN SHARING
-- FINALLY, THE AGREEMENT MUST ADDRESS OUR INTER-
,ONATIONAL BURDENS * 7-
-- JAPAN SPENDS ABOUT 1% OF ITS GNP ON SECURITY-
THAT COMES TO/ABOUT $120 PER CAPITA7. THE U.S.
SPENDS ABOUT(7% OF GNPRO5R $1200 PER CAPITA.
-- JAPAN MUST MAKE A FIRM COMMITMENT TO INCREASE
ITS SPENDING FOR THE COMMON ACHIEVEMENT OF OUR
INTERNATIONAL OBLIGATIONS. BE THAT FOREIGN ASSIS-
TANCE, CREDITS TO DEVELOPING NATIONS,
IS IT ACHIEVABLE?
-- THAT'S THE OUTLINE: A MUTUAL AGREEMENT, TRADE
BALANCE TARGETS, AND SPECIFIC STEPS TO REDUCE THE
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U.S. BUDGET DEFICIT, INCREASE JAPANESE CONSUMER
DEMAND, REDUCE EXCHANGE RATE FLUCTUATIONS, REDUCE
TRADE BARRIERS, AND EQUALIZE INTERNATIONAL BUR-
DENS.
-- IT WON'T BE EASY TO PUT THESE IDEAS IN PLACE.
INERTIA IS A POWERFUL FORCE. AND BOTH COUNTRIES
WILL BE RELUCTANT TO MAKE BILATERAL COMMITMENTS IN
AREAS THAT ARE TRADITIONALLY CONSIDERED TO BE
DOMESTIC POLICY.
-- BUT THE ALTERNATIVE IS MUCH WORSE. OUR
BILATERAL RELATIONSHIP WILL CONTINUE TO
DETERIORATE. ULTIMATELY, WE'LL FACE A SERIOUS
ECONOMIC CRISIS-
-- BUT WE WILL HAVE AN OPPORTUNITY TO MAKE CHANGES
WHEN AS ELECTED OUR NEXT PRESIDENT. HE WILL
LIKELY TO HAVE A MANDATE TO MAKE DRAMATIC CHANGES
TO IMPROVE AMERICA'S INTERNATIONAL COM-
PETITIVENESS.
-- THAT MANDATE CAN BE INTERPRETED TWO WAYS. IT
CAN BECOME A MANDATE FOR PROTECTIONISM. OR IT CAN
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BECOME A POSITIVE MANDATE FOR MUTUAL ECONOMIC
GROWTH.
-- WE SHOULD BE POSITIVE. WE SHOULD RESIST THE
TEMPTATION TO FOCUS ON THE SHORT-TERM COSTS THAT
THE ACCORD WOULD EXACT. INSTEAD WE SHOULD FOCUS
AT THE LONG TERM BENEFITS.
-- BECAUSE THE BOTTOM LINE IS: WE'RE IN THIS
TOGETHER.
